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SUBJECT:01L PURCHASE FOR STRATEGIC PETROLEUM RESERVE (SPR) 

1 . IN YOUR MEETING WITH THE SHAH, HE MAY ASK YOU ABOUT 
USG INTEREST IN IRANIAN OIL FOR THE SPR. IN THE PAST 
TWO YEARS, THERE WERE VARIOUS DISCUSSIONS WITH THE 
IRANIANS ABOUT A GOVERNMENT-TO-GOVERNMENT OIL DEAL WHICH 
DID NOT PROSPER. THE US HAS RECENTLY SOLICITED BIDS 
PUBLICLY FOR COMMERCIAL SUPPLY OF AN INITIAL, RELATIVELY 
SMALL QUANTITY OF OIL FOR THE SPR (10 MILLION BARRELS TO 

BE DELIVERED AT 50 THOUSAND BARREL A DAY RATE). 

2. AS YOU KNOW, CROWN PRINCE EAHD HAS EXPRESSED SAUDI 
INTEREST IN SUPPLYING OIL FOR THE SPR. WE ARE WORKING 
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WITH SCHLESINGER'S STAFE TO PREPARE FOR DISCUSSIONS WITH 
FAHD. DEPENDING ON INTERNAL DECISIONS AND OUR DISCUSSIONS 
WITH FAHD, WE MIGHT DECIDE TO OFFER THE IRANIAN GOVERNMENT 
AND OTHER POTENTIAL SUPPLIER GOVERNMENTS AN EQUIVALENT 
OPPORTUNITY. HOWEVER, WE DO NOT WANT TO SUGGEST SUCH 
AN OPPORTUNITY UNTIL WE HAVE HAD A CHANCE TO DISCUSS THE 
SAUDI OFFER WITH EAHD AND DECIDE HOW WE INTEND TO HANDLE 
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THIS ISSUE WITH OTHER OIL PRODUCING GOVERNMENTS. 


3. IF THE SHAH RAISES THE SUBJECT OF USG PURCHASES FOR 
THE SPR, WE BELIEVE YOUR BASIC POSTURE SHOULD BE 
DESIGNED TO PUT OFF THE SHAH AND SUGGEST YOU RESPOND 
ALONG THE FOLLOWING LINES: 

- THE US THROUGH THE DEFENSE FUEL SUPPLY CENTER 

HAS INVITED COMMERCIAL BIDS FROM INTERESTED SUPPLIERS 
FOR THE INITIAL PURCHASE OF CRUDE FOR THE SPR. PRIVATE 
AND STATE OIL COMPANIES, INCLUDING THE NATIONAL IRANIAN 
OIL COMPANY (NIOC), ARE EQUALLY ELIGIBLE TO ENTER THE 
BIDDING PROCESS. 

- THE ADMINISTRATION HAS NOT MADE A FIRM DECISION 

TO PROCURE THE FULL SPR REQUIREMENT IN THE SAME MANNER. 
IN ADDITION, ALTHOUGH THE PRESIDENT HAS PROPOSED 
EXPANDING THE SPR FROM 500 MILLION TO ONE BILLION 
BARRELS, CONGRESS HAS NOT YET ACTED. THEREFORE, WE 
ARE NOT IN A POSITION TO DISCUSS OTHER ARRANGEMENTS 
AT THIS TIME. CHRISTOPHER 
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